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Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C. 20554

In the Matter of

Federal-state Joint loard on
universal Service

CC Docket No. 96-45

COMMENT,!; OF GENERAL COMMUNICATION, INC.

General Communi ::ation, Inc. (GCI) hereby files comments in

response to the Commission's July 3, 1996, Public Notice (DA 96-

1078) .

I. Definitions Issues

1. Is it appropriace to assume that current rates for services
included withiJ the definition of universal service are
affordable, deEpite variations among companies and service
areas?

"Affordabi ity" cannot be determined for each individual

customer or fo) mUltiple classes of customers. The Joint

Board should df termine "affordability" based on an average

consumer. Sect on 254(b) (1) does not require the Joint Board

to make an evallation of affordability based on differences in

income. The JOLnt Board should continue Lifeline and LinkUp

programs for th,se currently eligible, but expand the program

so that all ca-riers are able to withdraw monies from the

fund.

2. To what extent E. hould non-rate factors, such as subscribership
level, telephon~ expenditures as a percentage of income, cost
of living, or local calling area size be considered in
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determining the affordability and reasonable comparability of
rates?

universal service support should be based on the

differences betveen the cost of providing the service and the

nationwide aver ,ge rate. The Joint Board cannot evaluate the

non-rate factor, outlined above in a equitable way. The cost

can be determil.ed in a variety of ways. For example, as

previously suggl~sted by GCI, the Joint Board could base it on

current costs and buy those costs down over time. 1

Alternatively, :he costs could be based on proxies.

3. When making th ~ "affordability" determination required by
section 254 (i) of the Act, what are the advantages and
disadvantages 0 using a specific national benchmark rate for
core services il a proxy model? _

Administra:ion of the support must be relatively simple

due to the incr, 'ase in number of parties paying into the fund

and an increas. in the number of participants eligible to

receive support In establishing a national benchmark, the

Joint Board WOl ld be simplifying the administration. This

would ensure t lat all consumers would receive service at

reasonable and lffordable rates.

4. What are the e fects on competition if a carrier is denied
universal servi :e support because it is technically infeasible
for that carr er to provide one or more of the core
services?

When one (ompetitor receives universal service support

and another Cc rrier does not, the carrier not receiving

ISee Comments oj GCI, dated March 12, 1996 and Reply Comments
of GCI, dated May 7, 1996.



support is disadvantaged. To minimize this issue, the Joint

Board should nal Lowly define the list of services supported by

universal servi 'e.

5. A number of c )mmenters proposed various services to be
included on the list of supported services, including access
to directory assistance, emergency assistance, and advanced
services. Althc ugh the delivery of these services may require
a local loop, d) loop costs accurately represent the actual
cost of provid ng core services? To the extent that loop
costs do not fully represent the costs associated with
including a sec-vice in the definition of core services,
identify and .-ill!.mtify other costs to be considered.

The local loop will provide access to the services

outlined above. Pursuant to the Act, directory assistance

will become a cc mpetitive service. The Joint Board should not

prejudge the outcome of that competitive environment.

Emergency serv ces are currently funded either through a

surcharge on th, end user bill or through a local tax support

system. This slould continue. Advanced services should not

be included in the definition. These services are in their

infancy. The J,int Board should wait and see how the natural

deployment of ~dvanced services develops prior to including

them in the definition of universal service. The

Telecommunicati ms Act of 1996 encourages competition and

allows the Ccnmission to reevaluate the definition of

universal servi~e from "time to time." The quickest and most

efficient way t, expand the provision of service is to endorse

competition and allow the market forces to create and deploy

new technology The Commission should not inhibit these

market forces teom the get go. If deployment is constrained
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after a period )f time, the Commission can then expand the

definition of uriversal service.

II. Sohools, Librarjes, Health Care Providers

7. Does Section 251(h) contemplate that inside wiring or other
internal connections to classrooms may be eligible for
universal ser'ice support of telecommunications services
provided to schools and libraries? If so, what is the
estimated cost of the inside wiring and other internal
connections?

Inside wile and other internal connections are not

"telecommunicat ons services" and are therefore ineligible for

universal servi, e support. "Telecommunications services" are

defined in the let as "the offering of telecommunications for

a fee directly 0 the pUblic, or to such classes of users as

to be effectively available directly to the pUblic, regardless

of the faciliti ~s used." "Telecommunications" is defined as

"the transmissi m, between or among points specified by the

user, of inform, tion of the user's choosing without change in

the form or conient of the information as sent and received."

Inside wire ,nd other internal connections are not

transmission se"vices.

8. To what extent ;hould the provisions of Sections 706 and 708
be considered bJ the Joint Board and be relied upon to provide
advanced servi( es to schools, libraries and health care
providers?

section 7( 6 states that the Commission and the state

Commissions sh>uld encourage the deployment of advanced

services on a r,asonable and timely basis. The encouragement

is to come th ough regulatory methods such as price cap

regulation, ret ulatory forbearance, or other methods that
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would promote competition and eliminate barriers to entry.

This section is separate and apart from the universal service

section and pr< motes deployment through competitive means.

section 708 auttorizes federal agencies to provide assistance

to the National ~ducation Technology Funding Corporation. The

Joint Board sho lId use section 706 as an example of allowing

competitive for, es to deploy advanced services and not mandate

those services IS ones in need of universal service support.

The Joint Boare should also recognize that agencies of the

federal governm~nt are able to provide grants to deploy these

services and to promote education.

9. How can univers, I service support for schools, libraries, and
health care proliders be structured to promote competition?

The Joint ;oard must give all carriers an opportunity to

provide servic ~s to schools, libraries and health care

providers.

carriers.

Of Eerings should not be limited to incumbent

Cal Liers that have operated in a competitive

environment are capable of providing services more quickly at

a lower cost. 1 imiting the ability of all carriers to provide

services to the3e institutions will not achieve the goals of

competition. 11e support should be given to the lowest cost

carrier. Rewalding a high cost carrier with the difference

between the dis. 'ount to the schools, libraries and health care

providers and tl e higher cost will not encourage a competitive

environment.

10. Should the resale prohibition in section 254(h) (3) be
construed to prohibit only the resale of services to the
pUblic for profit, and should it be construed so as to permit

5



end user cost based fees for services? Would construction in
this manner fac litate community networks and/or aggregation
of purchasing p(,~w~e~r~?~ __

No. Any en .ity receiving service under section 254 (h) (3)

should not be llowed to resale those services to anyone.

Under the Act, the support is intended to ensure that the

selected entitLs have access to telecommunications services

so that they a 'e able to provide service to children and

patients. Alloling resale would be contrary to the Act and

would cause the support necessary to achieve the requirements

of 254 to increa5e. Also, competition would be harmed because

carriers would 1e competing against a discount rate for their

services.

12. Should discount 3 be directed to the states in the form of
block grants?

No. Block grants will increase the administrative costs

of the program ly mandating over 50 separate administrators.

The Joint Board must establish the national rules for support

for these entit es. The administration and disbursement must

be competitivel I neutral and available to all carriers.

13. Should discoun1 s for schools,
providers take the form of
telecommunicati ms services
institutions?

libraries, and health care
direct billing credits for

provided to eligible

The admini;tration must be as simple as possible.

15. What is the leas t administratively burdensome requirement that
could be usee to ensure that requests for supported
telecommunicati)ns services are bona fide requests within the
intent of secti)n 254{h)?

The Commis;ion should require self-certification.
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17. How should discmnts be applied, if at all, for schools and
libraries and rllral health care providers that are currently
receiving speci<l~l~r~a~t~e~s~?L' _

If the spe,~ial rates are higher than the discount, then

the school, libraries and health care providers should receive

the discounted J ate. If the special rates are lower, then the

carrier should lot be eligible for support under the system.

III. High Cost Fund

A. General Questions

26. If the existing high-cost support mechanism remains in place
(on either permanent or temporary basis), what
modifications, if any, are required to comply with the
Telecommunicati)ns Act of 1996?

The existi 19 high-cost support mechanism cannot be left

in place becau e it does not comply with the requirements

outlined in tt 9 Act.

required by thE Act.

The payments are not explicit as

For example, the carrier Common Line

(CCL) charge, the Residual Interconnection Charge (RIC) and

the Dial Equip} ent Minute (DEM) weighting are all implicit

support mechanisms. Also, support for these implicit

subsidies are mly recovered from interexchange carriers.

Further, the di;bursement is not competitively neutral under

214(e). Any ~upport system adopted must break the link

between costs )f the incumbent carrier and the amount of

support receiv~d. This type of system will encourage

efficiency and ~ompetition while ensuring service.

27. If the high-co:t support system is kept in place for rural
areas, how shoued it be modified to target the fund better and
consistently with the Telecommunications Act of 1996?
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As stated aoove, the current system should not be kept in

place, particul~rly for rural areas. The Joint board needs to

establish one s{stem for all carriers, not segregate rural

telephone compar ies into a special class. competition will be

discouraged in ~ural areas, in conflict with the intent of

Congress, if rLral companies are treated differently. The

Joint Board mUEt create a level field in all areas of the

country so that competition can flourish. In areas where

competitors do J ot emerge, the rural telephone company should

be encouraged t) become as efficient as if a competitor did

exist. Eithel through actual competition or threatened

competition, th ~ consumer will benefit.

28. What are the potential advantages and disadvantages of basing
the payments to competitive carriers on the book costs of the
incumbent local exchange carrier operating in the same service
area?

Beginning lith the book costs of the incumbent LEC would

be administrati rely simple. However, those costs contain the

inefficiencies If the company. If the Joint Board starts with

book costs, it lUst then break the link between costs and the

amount of supp )rt and convert those costs to a per line

credit. On ds{ one, the incumbent LEC would continue to

receive the sa ne amount of support. However, all other

carriers under 214 (e) would then be eligible for the same

support. The DE IN entrant could either receive the same amount

of subsidy or percentage of that subsidy. However, over

time the forces of competition and the resulting efficiencies
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should drive tht subsidy down. 2

31. If a bifurcated plan that would allow the use of book costs
(instead of pro:y costs) were used for rural companies, how
should rural cOT1panies be defined?

A bifurcatld approach should not be adopted. This type

of system will ' ncourage carriers under price cap regulation

to sell exchanges to rural telephone companies at inflated

costs to maximi e sUbsidy. If the Joint Board adopts such a

system, the defLnition of rural telephone company for these

purposes shoul, be 10,000 access lines. However, any

bifurcation wil force the rural telephone company to create

barriers to ent ry (beyond just the subsidy) so that other

carriers could lot prove that competition could work. These

barriers would le inconsistent with the Act.

32. If such a bifur;ated approach is used, should those carriers
initially allow~d to use book costs eventually transition to
a proxy system Jr a system of competitive bidding? If these
companies are tcansitioned from book costs, how long should
the transition be? What would be the basis for high-cost
assistance to competitors under a bifurcated approach, both
initially and dJring a transition period?

Any transition must be short and allow all competitors

access to the subsidy as outlined above. The transition

should last no longer than five years. The Commission must

specifically stite that the transition will not be extended.

All carriers rou ;t receive the same support so that one carrier

is not disadvan:aged over another. A short transition period

is needed to en' ure that the fund will not be unduly expanded.
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During the tram: ition, all carriers seeking entry in a market

should not be lenied such entry, particularly due to the

existence of thl inflated subsidy.

B. Proxy Mode §

34. What, if any, p~ograms (in addition to those aimed at high­
cost areas) an needed to ensure that insular areas have
affordable tele(:ommunications service?

No additio Jal programs are needed.

41. How should supJort be calculated for those areas (e. g. ,
insular areas (nd Alaska) that are not included under the
proxy model?

One nation 1 system should be adopted. If a proxy model

is adopted, Ala;ka should be included in that model.

43. Should there bE recourse for companies whose book costs are
substantially aJJove the costs projected for them under a proxy
model? If so, under what conditions (for example, at what
cost levels abo\e the proxy amount) should carriers be granted
a waiver allow Lng alternative treatment? What standards
should be used vhen considering such requests?

Carriers slould not be granted special treatment solely

because their CJok costs differ from the proxy model.

45. Is it appropria_e for a proxy model adopted by the Commission
in this proceed_ng to be subject to proprietary restrictions,
or must such a.TIodel be a public document?

No model ;hould be adopted that includes proprietary
data.

46. Should a proxy nodel be adopted if it is based on proprietary
data that may n~t be available for public review?

No.

IV. SLC/CCLC

69. If a portion of the CCL charge represents a subsidy to support
universal serv ce, what is the total amount of the sUbsidy?
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Please provide supporting evidence to substantiate such
estimates. supporting evidence should indicate the cost
methodology use I to estimate the magnitude of the subsidy
(e.g., long-run incremental, short-run incremental, fully­
distributed) .

The CCL c~~rge recovers the portion of the loop costs

which are albitrarily allocated to the interstate

jurisdiction. Rl covering these costs through a CCL charge from

interexchange clrriers only is inconsistent with the Act.

conclusion

Universal serv ce support is dependent on a system that

ensures distributior through a competitively neutral system and

which breaks the lin< between increases in costs translating into

increases in subsie: l. The Joint Board and Commission should

restructure support 0 that carriers will minimize cost and provide

the most efficient retwork.

Respectfully submitted,

General Communication, Inc.
1

Kathy L.S obert
Director,' Federal Affairs
General Communication, Inc.
901 Fifteenth street, N.W.
Washington, D.C. 20005
(202) 842-8847

August 2, 1996
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STATEMENT OF VERIFICATION

I have read the foregoing, and to the best of my knowledge,

information and beliEf there is good ground to support it, and that

it is not interposed for delay. I verify under penalty of perjury

that the foregoing i ' true and correct. Executed August 2, 1996.

Kathy L.S obert
Director, Federal Affairs
General Communication, Inc.
901 Fifteenth street, N.W.
Washington, D.C. 20005
(202) 842-8847
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CERTIFICATE OF SERVICE

I, Kathy L. Shob~rt, do hereby certify that on this 2nd day of

August 1996, a copy if the foregoing was sent by first class u.s.

mail, postage prepail , to the parties listed below:

The Honorable Rl oed E. Hundt, Chairman
Federal Communi, :ations commission
1919 M street, .W. -- Room 814
Washington, D.C 20554

The Honorable Rlchelle B. Chong, Commissioner
Federal Communi :ations commission
1919 M Street, I. W. -- Room 844
Washington, D.C 20554

The Honorable Slsan Ness, Commissioner
Federal Communi ~ations commission
1919 M street, LW. -- Room 832
Washington, D.C 20554

The Honorable Jllia Johnson, Commissioner
Florida Public Service Commission
capital Circle )ffice Center
2540 Shumard Oa~ Blvd.
Tallahassee, FI 32399-0850

The Honorable fenneth McClure, Vice Chairman
Missouri Public Service commission
301 W. High street, suite 530
Jefferson City MO 65102

The Honorable ~haron L. Nelson, Chairman
Washington uti ities and Transportation Commission
P.o. Box 47250
Olympia, WA 98 t 04-7250

The Honorable ,aska Schoenfelder, Commissioner
South Dakota Pi blic utilities commission
500 E. Capital Avenue
Pierre, SD 575 1

Martha S. Hoge
Public Counsel
P.O. Box 7800
Harry S. Truma 1

Jefferson City

ty
for the State of Missouri

Building, Room 250
MO 65102
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Deborah Dupont, Federal Staff Chair
Federal Communitations Commission
2000 L Street, t .W., Suite 257
Washington, D.C 20036

Paul E. PedersoJ, state Staff Chair
Missouri Public Service commission
P.o. Box 360
Truman State Of ice Building
Jefferson city, MO 65102

Eileen Benner
Idaho Public ut lities Commission
P.o. Box 83720
Boise, 10 83720-0074

Charles Bolle
South Dakota Puolic utilities commission
State capital, 500 E. Capital Avenue
Pierre, SD 575(1-5070

Lorra ine Kenyor
Alaska Public {tilities Commission
1016 West sixtt Avenue, suite 400
Anchorage, AK [9501

Debra M. Kriet<
Pennsylvania PI blic utilities Commission
P.o. Box 3265
Harrisburg, PA 17105-3265

Mark Long
Florida Public Service commission
2540 Shumard Odk Blvd.
Gerald Gunter luilding
Tallahassee, F. 32399-0850

Samuel Loudens,ager
Arkansas Publi' Service commission
P.o. Box 400
Little Rock, A< 72203-0400

Sandra Makeeff
Iowa utilities Board
Lucas State Office Building
Des Moines, IF 50319

Philip F. McClelland
Pennsylvania (ffice of Consumer Advocate
1425 StrawberlY Square
Harrisburg, PEnnsylvania 17120
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Michael A. McRal
D.C. Office of '.he People's Counsel
1133 15th stree., N.W. -- suite 500
Washington, D.C 20005

Terry Monroe
New York Public Service commission
Three Empire Pllza
Albany, NY 1222l

Mark Nadel
Federal Communications commission
1919 M Street, N.W., Room 542
Washington, 0.(. 20554

Lee Palagyi
Washington uti ities and Transportation Commission
P.O. Box 47250
Olympia, WA 98 1 04-7250

Jeanine Poltrol.ieri
Federal Commun cations Commission
2000 L Street, N.W., suite 257
Washington, D. '. 20036

James Bradford Ramsay
National Assoccation of Regulatory utility Commissioners
1201 ConstitutLon Avenue, N.W.
Washington, D.:. 20423

Jonathan Reel
Federal Commurications Commission
2000 L Street, N.W., suite 257
Washington, D.:. 20036

Brian Roberts
California Pullic utilities commission
505 Van Ness Ivenue
San Francisco CA 94102-3298

Gary Seigel
Federal Commw iications Commission
2000 L Street N.W., suite 812
Washington, D C. 20036

Pamela Szymcz lk
Federal Commulications Commission
2000 L Street N.W., Suite 257
Washington, D C. 20036
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Whiting Thayer
Federal Communi:ations Commission
2000 L street, loW., suite 812
Washington, D.C 20036

Alex Belinfante
Federal communi;ations Commission
1919 M street, ~.W.

Washington, D.C. 20554

Larry Povich
Federal CommunJcations Commission
1919 M street, N.W.
Washington, D.I. 20554

K
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